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Abstract 
There has been a growing focus on innovation in small and medium-sized enterprises (SMEs) in tourism industry. 
Innovation has been playing an increasing role in hospitality industry, and is especially important for the SMEs as 
well as travel agencies. However, innovation research has been applied to SMEs in hospitality industry on a limited 
extent. This paper discusses various definitions of innovation and innovation approaches in the context of SMEs in 
tourism industry. The objective of the paper is to reveals innovation activities of the travel agencies as one of the 
SMEs in tourism industry. In addition, the paper aims to reveal the relationship between innovation and the operating 
age of travel agency, and total personnel number of travel agency. To this end, a questionnaire was prepared. 
Questionnaires were employed to travel agencies operating in Antalya Province which has been known as the capital 
city of tourism in Turkey. Results have shown that improvements in the production process are so important in the 
survival of travel agencies. There is a significant relationship between ‘service innovation’ and ‘operating age’. There 
is also a significant relationship between ‘organizational innovation’ and ‘number of personnel’. 
 
© 2014 Published by Elsevier Ltd. Selection and/or peer-review under responsibility of the 10th 
International Strategic Management Conference 
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1. Introduction 
Over the past twenty-five years, management scholars have paid significant attention to innovation and 
product development. During this period, several powerful explanations of innovation have emerged. 
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Many scholars have concluded that traditional, product-focused theories of innovation are applicable to 
services (Guile et al, 1988a). While academicians have kept their interests in innovation, much of their 
focus has been on manufacturing industry (Anderson and Tushman, 1990; Benner and Tushman, 2003; 
Christensen, 1997; Henderson and Clark, 1990; Utterback, 1994; Tushman and Anderson, 1986; 
Tushman and Murmann, 1998) with dramatic researches for the theoretical and conceptual advancement 
of innovation in hospitality and tourism. Tourism industry structure is generally composed of SMEs, and 
there is not enough research about how SMEs in the tourism industry innovate. Although several theorists 
and scholars have studied the management of hospitality and services (Sasser et al, 1991) and the role of 
technology and innovation in the hospitality and service industry (Quinn, 1992; Quinn & Paquette, 1990), 
few have catered the issue of innovation in the hospitality, tourism and especially SMEs in the tourism 
industry (Barras, 1990; Sundbo, 1997; Tether, 2003). To a significant extent, innovation studies in 
hospitality and tourism industry still rely upon quantitative and qualitative researches where impact of 
innovation is clarified and explained from manifold views and where rigid descriptions are less prevalent 
(Hjalager, 2010). The issue of innovation in travel agencies as SMEs in the tourism industry remains 
relatively immature with a divergence of opinions. 
Innovation has an important role on the changing of market conditions and competitive tools, and 
achievement of competitive strategies. According to Higgins (1995) the secret of competitive advantage 
is innovation. As it is seen, innovation in SMEs is important for industries; however empirical studies on 
the issue of innovation in SMEs in tourism industry are relatively insufficient.  The aim of the research, 
therefore, is to examine innovation activities of travel agencies as one of the SMEs in tourism industry. In 
addition, the paper aims to examine the relationship between innovation and the operating age of travel 
agency, and total personnel number of travel agency. In conclusion part, some advices and future 
implications are given. 
2. Literature Review  
2.1. Innovation in SMEs: A Brief Review of Researches About SMEs Innovation 
Many researchers (Rotwell, 1991; Joyce et al., 1994; Moore, 1993) suggested that innovation activities 
of SMEs are important determinant of these SMEs’ successes. However, according to Storey (1994) 
SMEs in all industries do not innovate. Act and Audretsch (1998) examined the innovation in SMEs in 
the United States. They suggested that Research and Development (R&D) is positively correlated with 
innovation. According to Tether (1998), the impact of innovation on sales is an important measure of 
innovativeness. For SMEs, impact of innovation on sales is lower than large companies (Tether, 1998). 
Similarly, Harris et al. (2003) found that large companies are more innovative than SMEs. Also, 
according to Mole et al. (2001) large companies are more adoptive to new technologies than SMEs in the 
manufacturing industry.  Some researchers (Pratten, 1991; Vaux et al, 1996; Goh and Ridgway, 1994) 
found that product/service innovation activities of SMEs are more important than process innovation.  .  
2.2. Models of Innovation: A Brief Review of the Models 
Scholars (Drucker, 1998; Kamien and Schwartz, 1982; Porter, 1990; Hjalager, 2002; Becker and 
Whisler, 1967) define innovation in various ways. Schumpeter is the first researcher who developed the 
theory of innovation. According to Schumpeter, innovation is “new ways of doing things, or unique 
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combinations of the factors of production” and he identifies these new ways and unique combinations as 
the core values of firms (McGuire, 1996). Schumpeter defined development as historical process of 
structural alterations, essentially driven by innovation which was divided by him into five types 
(Schumpeter, 1934): Initiation of a new product/service or a new types of already known product/service, 
application of new or significantly improved methods of production, opening a new market, acquiring 
new sources of supplies, new industry structures such as the destruction of a monopoly position. 
 
According to Rogers (1983), innovation can be a product/service, idea, process or practice that is 
perceived as new by customers and potential customers. According to Hjalager (2002), innovations are 
further developments of inventions, or bright creative ideas for making them into useful products or 
services. Kamien and Schwartz (1982), on the other hand, define innovation as activities for creating new 
product/service or production process. According to Drucker (1998), innovation creates wealth through 
either creating new wealth-producing resources or endowing existing resources with enhanced potential.  
 
In literature, like definition of innovation, there are different types of innovation classifications. There 
are theories of architectural innovation (Henderson and Clark, 1990), disruptive innovation (Christensen, 
1997; Christensen et al., 1996), and product/technology life cycle innovation (Abernathy and Clark, 1978; 
Anderson and Tushman, 1990; Tushman and Murmann, 1998). Most used innovation models are 
Abernathy-Utterback model, the Teece model, S-Curve model, Henderson-Clark model, Abernathy-Clark 
model and Schumpeterian model.  
 
Abernathy and Utterback (1978) tried to break standards of innovation measures by developing a 
model. In their model product/service innovation, competitive environment, process innovation and 
organizational innovation were interacting with each other. On the other hand, Teece (1986) explains that 
factors of complementary assets and imitability have effect on identifying who finally take advantage of 
innovation activities. Imitability means how easily rivals can replicate the technology and process 
supporting the innovation. 
 
The S-Curve summarizes the entrance, growth and maturation stages of innovations in the innovation 
management literature. In the entrance stage, big amounts of resources such as funds and efforts are spent 
on the new technology but not so much efficiency improvements are observed. In the final stage, as 
technology starts to approach its physical limit, further pushing the performance becomes so hard 
(innovationzen.com).  
 
Abernathy and Clark (1985) developed a model for establishment and development of the automobile 
industry. This model was also applied to other industries. Regular innovation, revolutionary innovation, 
niche innovation and architectural innovation constitute the main body of Abernathy and Clark’s 
innovation categories. The Abernathy and Clark model provides a framework for an understanding of the 
nature of well-defined innovations. However, the model can be blamed for being too static and 
descriptive (Hjalager, 2002). Figure 1 summarizes the Abernathy and Clark the model. 
 
Henderson and Clark (1990) model consist of four types of innovation: radical innovation, 
architectural innovation, incremental and modular innovation. There are various definitions for 
incremental innovation and radical innovation. Radicalness is a combination of differentness and 
newness. The most radical innovations need to be new for markets and significantly different from 
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existing ones. However, incremental innovations do not need to be new. They can be previously known 
for industries and involve only a small changes from existing ones (Henderson and Clark, 1990).  
 
Hjalager (1997) talks about main categorization close to Schumpeterian model. Schumpeterian 
innovation categories are product/service innovation, marketing innovation, process innovation and 
organizational innovation. Service/product innovation is a service or good that is significantly improved 
or new. This covers improvements in technical materials and components, software in the product 
techniques, user-friendliness or other functional specifications (OECD, 2005). Process innovations mainly 
aim at the increasing the performance of operations already in the portfolio (Hjalager, 1997). Marketing 
innovation is related to issues of development of marketing mix and improving quality of service. Thus, 
firms need marketing innovation to find potential markets and to serve quality service for target markets 
(Johne, 1999). Organizational innovation covers staff responsibilities, duties and new methods of 
coordinating and controlling staff (Rademakers, 2005). Table 1 summarizes some innovation models. 
 
As a result of literature review, it is concluded that while some researchers (i.e; Hjalager, 2002) who 
examined the issue of innovation in tourism have used the Abernathy and Clark’s (1985) model, others 
have used Schumpeterian model. 
 
Table 1. Innovation Models 
Model Components 
Abernathy and Utterback (1978) Model Product/service innovation, competitive environment, process innovation and 
organizational innovation 
 
Teece (1986) Model 
 
Complementary assets and imitability 
S-Curve Model 
 
Entrance, growth and maturation stages of innovations 
Abernathy and Clark (1985) Model Regular innovation, revolutionary innovation, niche innovation and 
architectural innovation 
 
Henderson and Clark (1990) Model Radical innovation, architectural innovation, incremental and modular 
innovation 
 
Hjalager (1997) Schumpeterian Model. Product/service innovation, marketing innovation, process innovation and 
organizational innovation 
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3. Methodology 
3.1. Research Goal 
In this paper, we aim to examine innovation activities of travel agencies as one of the SMEs in tourism 
industry. Furthermore, the paper aims to reveal the relationship between innovation and the operating age 
of travel agency, and total personnel number of travel agency. 
3.2. Sample and Data Collection 
For the abovementioned aim, a questionnaire was prepared. The questionnaire was applied to 
executives of the travel agencies in Antalya Province. The questionnaire of this paper was conducted on 
74 top and middle managers of travel agencies operating in tourism industry in Antalya, between the 
months of Nov-Dec 2013. Data obtained from questionnaires were analyzed through statistical packet 
program and exploratory factor analyses and correlation analyses were used to reveal the relationship 
between innovation and the age of travel agency, and total personnel number of travel agency.   
3.3. Analyses and Results 
Innovation scale was adapted from Vatan (2010), which has four dimensions (marketing innovation, 
process innovation, product/service innovation and organizational innovation). In total, 21 items using 5 
likert-type scale were used to measure marketing innovation, process innovation, product/service 
innovation and organizational innovation in travel agencies. Those items with factor loadings can be seen 
in the Table 2.  
 
Table 2. Factor Analysis Results 
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TYPES OF INNOVATION     
In general, we offer the first of the services on the market ,752    
We often enhance our existing services ,687    
We develop services which will create a dramatic change in the behavior of consumers ,669    
As compared to the services available on the market, we develop services providing more benefits to 
consumers 
 ,605   
We continuously add new services to our existing range of service  ,675   
In our agent there is an improvement regarding efforts in the production process  ,840   
In our agent there is continuously efforts to innovate service delivery and operation systems  ,636   
We always revise our market strategy depending on new developments  ,612   
We innovate our agency’s external relations  ,464   
Ways of delivery of existing services to consumers are often changed   ,664  
We often change the ways of presentation of the services   ,790  
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Table 3. Cronbach Alpha Values and Source of Scale 
 
As it can be seen on the Table 3, The Cronbach Alpha value employed for the internal consistency of 
innovation dimensions are between 0,660 and 0,804 which indicates the reliability of scale used in that 
questionnaire. Explaining ratio of the obtained dimension is 56,069 and this ratio is above the acceptable 
threshold value. 
In terms of characteristics of travel agencies, it can be summarized that travel agencies operating for 
15 years and less have highest frequency (55,4). This group is followed by the 15+ operating group of 
travel agencies (44,6). In terms of number of personnel, personnel number of travel agencies participating 
to research is equivalent to each other (15 and under=37, 15+=37). There are 67 A-categorized, 4 B-
categorized and 3 C-categorized travel agencies. 
In Table 4, there is frequency of question of ‘Is innovation in travel agency important?’. As seen in 
Table, only one travel agency says innovation is not important for travel agencies. All the others, say 
innovation is important for travel agencies. It means that travel agencies accept that innovation is 
important in business environment. 
 
Table 4. Is Innovation in Travel Agency Important? 
Yes 
f % 
73 98,6 
No 1 1,4 
Total 74 100 
 
A frequencies analysis was carried out to reveal travel agencies’ perceptions on statements in the 
questionnaire. ‘In our agency, there is an improvement regarding efforts in the production process.’ 
statement had possessed the highest perception level (4,50). The following statement is ‘As compared to 
the services available on the market, we develop services providing more benefits for consumers’. If we 
look at the first three statements which possess the highest perception, we can conclude that within 
Antalya Province centre, travel agencies continuously improve their production process of products and 
services. Meanwhile, travel agencies want to increase benefits for consumers. To this end, travel agencies 
We often enter into new service markets   ,578  
We regularly investigate new payments methods   ,494  
We innovate our agents’ business practices   ,618  
According to the changing situation, our agency’s job descriptions are constantly renewed   ,564  
We look for ways to find new markets and needs    ,649 
We often relocate our existing services    ,478 
We make continuous improvements in the pricing of services    ,334 
We always review our sales techniques and try to find new methods    ,658 
We look for ways to improve our promotion methods and tools    ,732 
We try to find new ways of building and improving relationships with consumers    ,759 
Total Explained Variance for Innovation  % 56,069     
Concept Number of 
Items 
Scale 
Format 
Cronbach 
Alpha 
Scale Sources 
Service Innovation 3 LRFa 0,660 Vatan (2010)  
Process Innovation 6 LRFa 0,804 Vatan (2010)  
Organizational Innovation 6 LRFa 0,737 Vatan (2010)  
Marketing Innovation 6 LRFa 0,781 Vatan (2010)  
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try to find new ways of building and improving relationships with consumers. The statement of ‘We often 
change the ways of presentation of the services.’ has the lowest perception (3,50). If we look at the last 
four statements which possess the lowest perception, we can say that there are not sufficient marketing 
innovations in travel agencies operating in Antalya Province. However, travel agencies need marketing 
innovation in order to reach potential consumers.  Thus, travel agencies operating in Antalya Province 
should innovate their markets and segments of customers to gain competitive advantage amongst their 
rivals through increasing sales and profitability. 
A correlation analysis was performed between ‘dimensions of innovation’ and respectively ‘operating 
age of travel agency’ and ‘number of personnel’. Table 5 summarizes the results of correlation analysis. 
 
Table 5. Correlation Matrix Between Dimension of Innovation and Operating Age of Travel Agency and Number of Personnel 
 Operating 
Age  
Number of 
Personnel 
Marketing 
Innovation 
Process 
Innovation 
Organizational 
Innovation 
Service 
Innovatio
n 
Operating Age 
Pearson Correlation 1 ,245* ,010 -,071 ,075 ,353** 
Significant  ,036 ,935 ,550 ,525 ,002 
Number of 
Personnel 
Pearson Correlation ,245* 1 -,001 ,067 ,292* ,227 
Significant ,036 ,995 ,572 ,012 ,051 
Marketing 
Innovation 
Pearson Correlation ,010 -,001 1 ,000 ,000 ,000 
Significant ,935 ,995 1,000 1,000 1,000 
Process Innovation Pearson Correlation -,071 ,067 ,000 1 ,000 ,000 
Significant ,550 ,572 1,000 1,000 1,000 
Organizational 
Innovation 
Pearson Correlation ,075 ,292* ,000 ,000 1 ,000 
Significant ,525 ,012 1,000 1,000 1,000 
Service Innovation 
Pearson Correlation ,353** ,227 ,000 ,000 ,000 1 
Significant ,002 ,051 1,000 1,000 1,000 
*. Correlation is significant at 0.05 level (2-tailed). 
**. Correlation is significant at 0.01 level (2-tailed). 
 
As seen in Table 5, there is a significant relationship between ‘operating age of travel agency’ and 
‘service innovation’ dimensions. This means that the more operating age of travel agency increases, the 
more the number of service innovation activities will increase. This result is not surprising due to the fact 
that in everyday life, production way and delivering way of service change because of technological 
improvements. Travel agencies need innovation in service, because always new trends emerge. Also, 
there is a significant relationship between ‘number of personnel’ and ‘organizational innovation’ 
dimensions. It can be concluded that the more number of personnel in travel agency increases, the more 
the activities of organizational innovation will increase. What is more, like results of studies of Pratten 
(1991), Vaux et al (1996), and Goh and Ridgway (1994), it is found that travel agencies as one of the 
SMEs in tourism industry involve service innovation than innovation of processes. 
 
 
4. Conclusion 
 The questionnaire, which was employed to travel agencies operating in Antalya Province, highlighted 
the relationship among operating age of travel agency, number of personnel, organizational and service 
innovation. The most important result emerging from data obtained is that number of personnel tends to 
increase organizational innovation in travel agencies and operating age of travel agencies tends to 
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increase activities of service innovation in travel agencies in Antalya Province. These findings are 
consistent with the literature on innovation.  Although there are some studies examining innovation 
(Rademakers, 2005; Sundbo, 1997) and activities of innovation in tourism industry (Hjalager, 1997; 
2002; 2010) in literature; the empirical studies on innovation issue, especially in tourism industry is very 
low. So, this paper has differentiated from others by employing innovation questionnaire to travel 
agencies in Antalya Province. According to results managers of travel agencies should monitor 
innovation activities about their rivals to offer new and creative products/services to guests in advance.  
However, this questionnaire was applied to travel agencies operating in Antalya Province of Turkey; 
findings might not be transferable to all countries. Thus, it is recommended that further researches can be 
applied to travel agencies also in different countries for the generalizability of findings. 
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